Stock price determination has always been considered a phenomenon of interest around the globe. Lately, an increased fluctuation has been witnessed in the stock prices and this is the case in Pakistan as well. Apart from that, there is absence of evidence in Pakistan on the phenomenon. This paper is an attempt to explain stock price volatility in Pakistan using Baskin (1989) model. The findings of the study entail that dividend yield and dividend payout have negative impact on stock price volatility with a moderate significance in overall sample representing KSE 100 companies. Further, earning volatility was found to have a positive and significant impact on earnings volatility. The variables lost their significance for financial sector of Pakistan, while in non-financial sector variables of dividend payout, earning volatility and asset growth have a significant impact on stock price volatility. This study highlights the needs for development of alternative models that might have better explanatory power with regard to determination of stock price volatility in Pakistan.
Introduction
Determination of the stock prices has permanently been the dominant issue of interest for both investment researchers and stock market practitioners around the globe. The corporate finance theory revolves around optimality of the investment choices. Investors have to decide which choice of investment would be suitable for them considering all type of risks and returns connected with each investment option. For this objective, the actual approximation of the upcoming returns is highly important. The elements that can affect the stock prices in any way should be known to the investors for the better analysis of available investment choices in the light of the available information relating to the factors that determine the prices of stocks. Moreover, the development of stock market measured by its market capitalization is said to contribute towards the economic growth of a nation. Stock market development is also important to attract foreign investors which could further strengthen the economy of a country. Therefore, the identification of determinants of stock price plays a crucial role for both level investors (i.e. individual and country as the whole). of utilities sector. Burgstahler and Dichev (1997) established equity valuation model against the dividend model by suggesting that book value and estimated earnings are curved function of firm's equity. They concluded that the firm would increase earnings with better use of resources to book value ratio. High book value represents that firm has well-organized operations because proficiency usage of the resources was measured by earning. On the other hand, book value will be the important factor because lower book value represents the probability and the firm would opt for the better substitute use of its resources. Fama and French (1992) examined the relationship size, leverage, price earnings ratio, market beta and book to market ratio with stock prices. They concluded that stock prices did not have significant relation with market betas. However, , all other variables like size and leverage exposed stronger association. The results of Fama and French also confirmed the results ofSharpe (1964), Linter (1965 ) andBlack (1972 .Moreover, the relationship of stock returns was negative with size and positive with book to market ratio. Travlos, Trigeorgis, and Vafeas (2001) studied the listed companies in Cyprus stock market by using the data of 1985-1995 and founded the effect of stock and cash dividend on the prices of stock. They determined the positive impact of dividend declaration either in cash or in stock on the shareholder's wealth. They also tested other two theories as free cash flow and signaling theory and originate some same results in accordance with these theories. Connor and Sehgal (2001) investigated the relationship of book to market and market size with return in equity market by using the cross sectional monthly data of the companies from emerging market of India. They replicate the Fama-Franch model on the data of 364 companies and confirmed the validity of three factor Fama-Franch model. But this study failed to discover dependable association between earnings of the firm and stock returns. Nishat (2001) studied the variation in risk premia of industry and its effect on stock prices by using the data of nondevelopment era (1980) (1981) (1982) (1983) (1984) (1985) (1986) (1987) (1988) and data of development era . He evaluated the industry risk premia and industry risk factor by using CAPM and then three factor model that was established by (Fama & French, 1992) . He found that industry return had positive forecasters in all study era for industry risk premia and industry size. He determined that greater price movement occurred and greater risk factor in those stock markets is more liberalized. Ayers, Cloyd, and Robinson (2002) examine the effect of tax rate on the decision of investors because tax rate affects the cash flow of the dividend and dividend affects the decision of investment. They used the four weeks preceding data and four weeks after data from the week which increased the tax rate. They used some other variables like leverage, market to book value ratio profitability and size of firms. They found the results by the use of OLS regression that tax rate affects negatively the prices of stocks and the decision of the investors. Irfan, Nishat, and Sharif (2002) used 10 years data from 1981 to 2000 for the forecasting of stock prices instability due to change of dividend policy of the firm, unpredictability of firms earnings, size of firms and the growth of the firm's assets. They used cross sectional regression model and extracted the results both dividend yield and dividend payout had significant effect on the stock price of the firm. They foundpositive impact of leverage on stock prices for the whole period but the size of the firm had negative impact on the stock prices before reform period found positive relation of firm size with stock prices after the reform. Earnings of the firm had significant negative impact on the stock prices only after the development period. Baginski and Wahlen (2003) investigated the effect of firms profit on the share price of the firm. They took the data from 1990 to 1998 of 1073 firms. They established two different bases for measurement of income: first measure was abnormal return on equity and the other was total risk of remaining income. The outcome of the study showed positive relation Arabian Journal of Business and Management Review (Oman Chapter) Vol. 6, No.2, September 2016 between both measures with price differential but the residual income showed higher instructive power as compared to abnormal return. Drew, Naughton, and Veeraraghavan (2003) examined incapability of one factor model to describe the stock return variation. They made six portfolios and concluded that Fama-French three factor model is the most effective wayto test stock return variation. For this study, data were taken from 1993 to 2000 of the firms that are listed inShanghai Stock Exchange of China. The results of this study were different from other studies that small level firms and medium level firms show greater return than big firms. Kumar and Sehgal (2004) evaluated the effect of two variables i.e. size of the firm and book to market value of the firm on the stock return. They used 10 year data of 364 Indian companies. The results of this study indicated that firm size had negative effect on the stock return for all proxies that were used for firm size; however, book to market value of the firm had weak relation but price earnings ratio had positive and strong effect on the stock return. Another research accompanied by Djajadikerta and Nartea (2005) for assessing the applicability of three factor model of Fama-French against the CAPM one factor model by using the data of New Zealand stock market from 1971 to 1993. The study found that three factor model of Fama-French has most suitable against the one factor model. Market beta was originating significant impact on the stock return in both models but size and market to book ratio were significant only for Fama-French model. The impact of market to book ratio however was weak than size.Al-Deehani (2005) tried to examine the effect of different variables relevant to return on the stock prices by using the data of 61 companies that are listed in Kuwait Stock Exchange for the period from 1999 to 2001. They used 13 variables and concluded that dividend yield, preceding EPS and price to book ratio had strong descriptive power while coefficient of EPS and book value per share were originating significant and positive. Sharma and Singh (2009) also investigated the association between dividend per share and stock prices, per share earnings, per share book value, return on equity and size of the firm. They used five year data after reform era i.e. from 2001 to 2005 and took the data of 160 Indian companies. The study concluded that per share dividend, per share earnings and book value per share had significant effect on stock price. Dyl and Elliott (2006) tried to explore the determinants of stock prices by using of 26 years data of 1976-01. They tried to examine the association between firm's features and share prices by using the equity as proxy of firm size, average equity holding per investor and EPS. This study concluded that firm's features had positive relation with stock prices of the firm. Gadarowski, Meric, Welsh, and Meric (2007) examined the effect of tax relief on stock prices of the firm that are listed in U.S. stock exchange. Tax rate decreased from 38.6% to 15% in reconciliation act 2003. They applied correlation and regression on proposed period data of 3-8 January 2008 and 22-28 May 2003 individually. They found that stock of those firms that pay higher dividend had more abnormal return as compared to the firms that pay less dividend and those firms that pay no dividend had also positive return for the decrease in tax. Finally, it is concluded that tax reduction had positive impact on cash holdings and had negative impact on total debt to total assets ratio. The findings of study are in accordance with agency cost theory. Nirmala, Sanju, and Ramachandran (2011) tried to find the determinants and factors that affect the stock prices of Indian public and health sector. They used the panel data of Indian firms from 2000 to 2009 to seek the impact of price earnings ratio and dividend per share on stock price. The study found that dividend and price had significant effect on the stock prices of Indian firms. Apart from this, there is a lack of evidence with regard to the share price determination in the emerging markets as most of the research for the matter is conducted for Arabian Journal of Business and Management Review (Oman Chapter) Vol. 6, No.2, September 2016 the developed counties. This study would bridge this existing gap in the literature as it is conducted for one of the best performing emerging markets around the globe.
Data and Methodology Data
To determine the impact of various company specific and macroeconomic variables on the stock price, the data were taken from 90 companies as sample out of which 22 are financial sector companies, while remaining 68 are from the non-financial sector. The data for the company specific variables were collected from the analyses reports of the companies provided by the website of Karachi Stock Exchange and reports of state banks namely 'Balance Sheet Analysis of Joint Stock Companies Listed in Karachi Stock Exchange issue . Methodology The discussion concerning the impact of dividend policy on the stock price is still open; It is started from the irrelevance theorem of Miller and Modigliani (1961) who proposed that value of the firm is independent of its dividend policy and the value is solely determined by the earning ability of the firm. Bhattacharya (1979) andMiller and Rock (1985) on the other had provided that the preposition of MM could only be held true in case all the market participants have symmetric information. For this purpose, we used OLS regression model followed the methodology ofBaskin (1989), who investigated the impact of dividend policy on the stock price volatility. His model has been replicated by many research studies in and outside Pakistan ( (Allen & Rachim, 1996; Nazir, Nawaz, Anwar, & Ahmed, 2010; Nishat, 1992; Rashid & Rahman, 2008) . The model is provided as follows: PVit= β0 +β 1DYit + β2DPOit + β3 EVit+ β4 SZit + β5 LVGit + β6 AGit + eit Where: PVit= Price volatility of the stock of firm i during time t. DYit = Dividend yield of the firm i at time t. DPOit= Dividend Payout of the firm i at time t. EVit= Earnings volatility of the firm i at time t. SZit= Size of the firm i at time t. LEVit= Leverage of the firm i at time t. AGit = Assets growth of the firm i at time t. eit = Error term. The non-financial data set yield all the signs as expected with regard to the relationship of independent variables with price volatility. Variables of dividend yield, dividend payout and size provide a negative sign, while variables of earning volatility leverage and asset growth yield a positive sign all consistent with the theory. The significant independent variables in the regression are only two i.e. earning volatility which is significant at 1% level of significant with t-statistic of 2.609588 and coefficient value of 1.717969 and assets growth which is significant at 5%level of significance with a t-statistic of 2.28484 and coefficient value of .316796. Only one measure of dividend policy i.e. dividend payout shows some significance with regard to its impact on the stock price volatility. This variable is significant at 10% level of significance as indicated by the t-statistic for this variable i.e. -1.9056l. The regression coefficient for dividend payout is -.050586.
Data Analysis

Regression analysis
Discussion
The relationships of the dividend policy and other control variables on the stock price volatility were found as expected with regard to direction of the relationships for nonfinancial sector although the impact of dividend policy on stock price volatility was found weak rather insignificant with regard to non-financial sector. Only significant variables were earning volatility and assets growth with positive signs for this sector. While for financial sector only size variable exhibited a weak significance with regard to stock price volatility with a positive coefficient which is against expected relationship. The insignificant relationship of the dividend policy on the stock price volatility is also found in some previous Arabian Journal of Business and Management Review (Oman Chapter) Vol. 6, No.2, September 2016 54 studies (Allen & Rachim, 1996; Conroy, Eades, & Harris, 2000) , dividend policy seems to exert some influence when the data for financial and non-financial sector is combined, the impact is not that significant but coefficient signs for both proxies of dividend policy i.e. dividend yield and dividend payout are negative as expected this relationship for the overall KSE-100 is in accordance with (Nazir et al., 2010) .
Conclusion
The main objective of this research was to investigate determinants of the stock price volatility in Karachi stock exchange. This study was conducted on the companies, which together make KSE-100 index for the period of 2010-14. Results of this study revealed that no single variable of Baskin (1989) stock price volatility was found significant for financial sector of Karachi stock exchange although some variables provided weak to moderate significance for stock price determination in non-financial sector. Moreover, the macroeconomic determinants of the stock prices were different for financial sector and nonfinancial sector. This study calls for in depth investigation into the phenomenon of stock price volatility.
